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Preface

How to utilize limited resources and maximize the profits is an eternal question that all en-
trepreneurs are chasing after in their enterprise management. As a proverb says, “All roads lead
to Rome” , but which road is the shortest one? In my teaching career, I often put forward such a
question to my students, “suppose you are an entrepreneur, you run your business well and it is
making profits, but do you have any idea about how to make more profits out of it?” This is one
of the many questions that Managerial Economics will help you to understand. Specifically,
Managerial Economics studies the application of micro-economic theory and economic analysis
in decision-making practice of business management. It is a combination of both philosophies of
economics and modern diagnostic tools that can be used in business decision-making. Therefore,
it is my cherished wish to compile and publish a Managerial Economics book of practical usage.

Joyfully, this Managerial Economics textbook is now available for students and entrepre-
neurs. As a core course for MBA and EMBA programs, Managerial Economics is found in the
course list of almost all world-class business schools. I taught this course at York University in
Canada and found out that in order to enable entrepreneurs and students to be interested in
and acquire adequate knowledge about economics analysis, one should lead students to use
economics way of thinking and methodologies in order to probe deeply into the essence of prob-
lems, and to analyze from every essential aspect of business management as well as from cases
and difficulties come across. During my teaching at Peking University HSBC Business School
for the dual-master degrees of Management and Finance and for EMBA program, I kept closed
eyes to current events and tried to analyze and find optimal ways to solve these managerial-
economic related cases. With typical Chinese characteristics, this textbook embodies the results
of in-class discussion, research and consulting on enterprises, and economic phenomena in China.

When communicating with many domestic entrepreneurs, I had a strong feeling that most
entrepreneurs lacked of sufficient knowledge of Managerial Economics and the awareness to use
it when making decisions. Some students once asked me: “What do we learn from managerial
economics?” My answer is that managerial economics tells you an optimal way of thinking. In
the long run, while the boundaries of economics are continuously reducing, methods for studies
on economics are geiting clearer and there has developed a special research paradigm. Econo-
mists are carrying out researches on varies topics in accordance with this paradigm. In this

sense, economics is a superb tool for understanding the world. While for managers, this re-
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search methodology offers the most optimal ways of analyzing and resolving. The importance of
Managerial Economics for managers can be seen from the following three aspects. First,
Managerial Economics has made great breakthroughs in business operation and decision-mak-
ing, implying that managers achieve valuable knowledge and existing theories. Second, Man-
agerial Economics is a subject for understanding and perspecting the real world. The ideology
that Managerial Economics embodies is a tool, useful tool for business management and deci-
sion-making. Third, many specific subjects in the management field are divided and developed
from managerial economics. Comparing with application-oriented subjects, managerial econom-
ics is fundamental and with ideological content. Economists can often manage to seize the im-
plication behind the specific management practices and economic principles of universal law,
and can learn by analogy more effectively guide decision-making and practice. Thus, Manage-
rial Economics is of greater significance for senior managers. As a manager, you are not sup-
posed to be the one to implement the problem-solving procedure, but you are expected to be a-
ble to know how to get it solved. However, the traditional textbooks for microeconomics or
translated version of textbooks for Managerial Economics do not adapt to Chinese entrepreneurs’
reading and learning expectation. Managerial Economics enable you to grasp the essence of
problem and opt for the most optimal way which will help enterprises to win every competition.

Therefore, I think it is necessary to write a textbook which will be of great usage for domes-
tic entrepreneurs. While writing this book, I mainly focused on three aspects. First, the book is
of outstanding features and tailors appropriately to the readers’ needs. It emphasizes the applica-
tion of economic analysis to corporate management. Second, this book is easy to understand that
it uses vivid words and avoids using theoretical formula. It caters for entrepreneurs’ needs and
provides valuable guidance and suggestions as well. Third, examples I put forward are authentic
cases that entrepreneurs will come across in their business operation. The book is divided into
eight chapters, each starting with practical examples, which lead readers to learn and probe into
economic theories and methodologies by bearing in mind with real-life phenomena and cases.

This book is suitable for multi-level professional people to read, such as the MBA, EMBA
students, students of economics and management programs, senior students of bachelor’s de-
gree and professionals in related sectors.

Some cases and chapters are collected and compiled by my students, Zhenyin Chen,
Hong Lin, Fei Cheng, Dexin Zhan, Chen Suo, Zhiyuan Ma, and Shuang Xia. I hereby dedi-
cate my sincerely thankfulness to their hard-working.

I would like to express my great thankfulness to Peking University Press for the support
and suggestions. For any problems concerning this textbook, please do not hesitate to let me

know. I also welcome your precious suggestions for further publication.

Ying Kong
August 18, 2011
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